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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, OCTOBER 16, 2000

COVMONVEALTH OF VIRG NI A, ex rel .
STATE CORPORATI ON COMM SSI ON

V. CASE NO. PUEO00567

AUBON WATER COVPANY,
Def endant

RULE TO SHOW CAUSE

The Divisions of Energy Regulation and Public Utility
Accounting ("Divisions") of the Virginia State Corporation
Comm ssion ("Comm ssion"), after having conducted an
i nvestigation of Aubon Water Conpany's conpliance with the

Commi ssion's Final Order in Stephen M Turner et al., v. Aubon

Wat er Conpany, Case No. PUE990002, allege that:

(1) By notice dated Novenber 4, 1998, Aubon Water Conpany
(" Aubon" or "Conpany") notified its custonmers and the D visions,
pursuant to the Small Water or Sewer Public Utility Act, 88 56-
265.13:1 et seq. of the Code of Virginia, of its intent to
increase its water rates effective for service rendered on or
after January 16, 1999.

(2) By Prelimnary Order dated January 13, 1999, the
Comm ssi on, anong ot her things, suspended the Conpany's proposed
rates through March 8, 1999, pending a hearing schedul ed

pursuant to 8 56-265.13:6 of the Code of Virginia.
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(3) A public hearing on this nmatter was convened on
June 22, 1999, and was presided over by Mchael D. Thomas, the
appoi nted Hearing Exam ner. Hearing Exam ner Thonas filed his
Report with the Conm ssion on Septenber 27, 1999.

(4) By Final O der dated Decenber 17, 1999 (anmended Nunc
Pro Tunc by Order of January 7, 2000), the Conm ssion ordered
Aubon and the Conm ssion Staff to take the foll ow ng neasures:

(i) the Conpany was ordered to establish within five
busi ness days fromthe effective date of the Final Oder an
escrow account to be used solely for the paynment of expenses
related to the construction, operation and mai ntenance of the
water treatnent facility to be constructed for the Long Island
Est at es subdi vision in Franklin County, Virginia,

(ii1) the Conpany was ordered to deposit nonthly in the
requi red escrow account the pro rated sum of $1,779.81 for the
nont h of March 1999, and the sum of $2,321.50 for each nonth
thereafter, through the |ast day of the nonth follow ng the date
of the Final Order, net of expenditures nmade relating to the
water treatnent facility and any refunds required by the Final
O der;

(iii) beginning the nonth after the effective date of the
Final Order, the Conpany was required to deposit the sum of
$2,321.50 into the required escrow account on or before the

tenth day of the nonth;



(iv) the Conpany was ordered to nmake no further
expenditures or withdrawals fromthe required escrow account,
except for service charges associated with such account, until
it obtained financing for the plant inprovenment project or until
further order of the Conm ssion;

(v) the Conmpany was required to file a quarterly report to
the Conmi ssion's Staff, with supporting docunentati on show ng
all escrow account activity for the precedi ng three nonths,
within thirty (30) days of the end of each quarter. The first
report was due January 31, 2000;

(vi) the Staff was directed to conduct an annual audit of
t he escrow account ordered;

(vii) the Conpany was required to maintain its books in
accordance with the Uni form Systens of Accounts for Class "C
Water Utilities; and

(viii) this case was continued generally and remai ns open.

(5) The Divisions have reviewed all reports filed by Aubon
and, based upon their investigation of the Conpany's escrow
account activity, allege that the Conpany has failed to conply
fully with several of the aforenentioned ordering provisions of
the Conmmi ssion's Final Oder of Decenber 17, 1999, and the Nunc
Pro Tunc Order of January 7, 2000, in that Aubon Water Conpany:

(a) failed to establish an escrow account to be used

solely for the paynent of expenses related to the construction,



operation and mai ntenance of the water treatnent facility to be
constructed for the Long Island Estates subdivision in Franklin
County, Virginia, within five business days fromthe effective
date of the Final Order;

(b) failed to deposit the sumof $2,321.50 into the
requi red escrow account on or before the tenth day of the nonth,
begi nning the nonth after the effective date of this Oder;

(c) failed to file tinmely quarterly reports to the
Comm ssion Staff, with supporting docunentation show ng al
escrow account activity for the preceding three nonths, within
thirty (30) days of the end of each quarter; and

(d) that by failing to nake the required escrow deposits,
t he Conpany has diverted rate revenues ordered to be placed in
the restricted escrow account and nade unaut hori zed expenditures
in violation of the Final Order.

(6) Based upon the Conpany's failure to nmake the required
deposits to the ordered escrow account, the balance is reported
by the Conpany to be $9, 268.16, which is a shortfall of
$4, 984. 75.

(7) Based upon its investigation, the D visions reconmend
that the Conm ssion enter a renedial order directing the
Def endant to i mredi ately deposit into the escrow account
sufficient cash to bring the escrow account to a fully funded

| evel, as required by the terns of the Comm ssion's Final O der



of Decenber 17, 1999. The Divisions conpute the fully funded
| evel of the escrow account to be $16,574.41 as of Novenber 1,
2000.

NOW UPON consi deration of the Divisions' allegations, the
Comm ssion concludes that it is appropriate to take evidence to
determ ne whet her or not the defendant Conpany failed to conply
fully with the Conm ssion's Orders of Decenber 17, 1999, and
January 7, 2000, and, if so, whether the renedial action
recommended by the Divisions is appropriate.

Accordingly, IT IS ORDERED THAT:

(1) Aubon Water Conpany appear by its President and owner,
M. G Ray Boone, before the State Corporation Comm ssion's
appoi nted Hearing Examiner in the General District Courtroom
Franklin County Courthouse, 275 South Main Street, Rocky Mount,
Virginia, on Novenmber 6, 2000, at 2:00 p.m, to show cause why
it should not be required to fund i nmedi ately the escrow account
for the Long Island Estate's water treatnment facility as ordered
by the Comm ssion's Final Oder of Decenber 17, 1999, in Case
No. PUE990002.

(2) Aubon Water Conpany present evidence of the bal ance on
hand in the escrow account as of the tine the hearing on
Novenber 6, 2000, is convened.

(3) Aubon Water Conpany present its books and records for

i nspection at the hearing on Novenber 6, 2000.



